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IN THE 


United States Court of Appeals 

for the District of Columbia 


No. 9665 


CONNECTICUT AVENUE CAFE, INCORPORATED, 

Petitioner, Appellant 

v. 

DISTRICT OF COLUMBIA, Respondent, Appellee 


APPEAL FROM THE BOARD OF TAX APPEALS 
FOR THE DISTRICT OF COLUMBIA 


BRIEF FOR APPELLANT 


Jurisdictional Statement 

The cause comes before this Court on an appeal from the 
Board of Tax Appeals for the District of Columbia from a 
judgment entered by said Board on June 23, 1947. That 
said judgment was rendered on a petition for refund of 
corporate income taxes paid by Connecticut Avenue Cafe, 
Inc., a corporation, to the District of Columbia. 

Jurisdiction of the Court is derived from the Act of July 
26, 1939, amending the District of Columbia Revenue Act 
of 1937. 



2 


Statement of Case 

The grievances herein complained of cover the tax years 
of 1942, 1943, and 1944. In 1942 Nicholas Georgilas, Effie 
Georgilas, his wife, and Clarence Panagiotou were the 
three sole corporate officers of the appellant corporation, 
the Connecticut Avenue Cafe, Inc. This condition con¬ 
tinued during 1942 and in September of 1943 George Pap- 
padeas affiliated himself with the corporation and was 
elected a corporate officer, in the place and stead of Clar¬ 
ence Panagiotou. This personnel of corporate officers con¬ 
tinued for the balance of the vear 1943 and for all of 1944. 

* 

All of the stock of the Connecticut Avenue Cafe, Inc. was 
owned by the three corporate officers as constituted in 1942, 
1943, and 1944. Panagiotou, during his affiliation as a cor¬ 
porate officer, owned 4S shares, Nicholas Georgilas two 
shares, and Effie Georgilas 48 shares. Pappadeas acquired 
the 4S shares formerly owned by Panagiotou. 

The three corporate officers, in addition to their corpo¬ 
rate affiliation, were the sole and only managers of the cor¬ 
porate business which employed a staff of about thirty 
persons, and conducted its business on Connecticut Avenue, 
immediately opposite the Mayflower Hotel. 

The corporate income tax authorities of the District of 
Columbia asserted against the appellant certain deficiency 
taxes due because of the disallowance of the corporate sal¬ 
ary compensations paid by the corporation to its three 
officers during the years 1942, 1943, and 1944, except as to 
Clarence Panagiotou for the year 1942. 

The grievances in the matter of disallowance of these 
corporate officers’ salaries are best illustrated by the follow¬ 
ing comparative tables: 




1942 

Gross Turnover $154,790.35 
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Nicholas Georgilas 5,200.00 7,800.00 6,500.00 7,836.00 Interest . 48.83 

George Pappadeas 5,200.00 7,800.00 6,500.00 10,836.00 -- 

Total 323.25 
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37 Statement of Points 

1. That the Board of Tax Appeals erred in its deter¬ 
mination of the salaries and compensations due George 
Pappadeas, Effie Georgilas and Nicholas Georgilas, cor¬ 
porate officers of the Conn. Ave. Cafe, Inc., a body cor¬ 
porate. 

2. That the action of the Board of Tax Appeals in plac¬ 
ing the salaries and compensations due the corporate offi¬ 
cers, George Pappadeas, Effie Georgilas and Nicholas 
Georgilas, was arbitrary and capricious. 

3. That the action of the Board of Tax Appeals in 
placing the salaries and compensations of the corporate 
officers, George Pappadeas, Effie Georgilas and Nicholas 
Georgilas, was not justified or warranted by the evidence. 

4. That the action of the Board of Tax Appeals in 
placing and determining the amount of the salaries and 
compensations due George Pappadeas, Effie Georgilas and 
Nicholas Georgilas, corporate officers of the Conn. Ave. 
Cafe, Inc., a corporation, destroyed the corporate autonomy 
which the corporation was entitled to possess. 

5. That the action of the Board of Tax Appeals in 
placing and determining the salaries and compensations 
due George Pappadeas, Effie Georgilas and Nicholas 
Georgilas was contrary to the testimony adduced by the 
Conn. Ave. Cafe, Inc., a corporation, which testimony 

was uncontradicted and not opposed because of the 

38 failure of the District of Columbia to offer any tes¬ 
timony whatsoever. 

6. That the Board of Tax Appeals and the Assessor for 
the District of Columbia failed to regard the Conn. Ave. 
Cafe, Inc., a corporation, as a personal service corporation, 
in that all of the corporate activities were dependent upon 
the three corporate officers, being the only officers for all 
corporate policies, directives and management and that 
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the said three corporate officers were the only stockholders 
of said corporation. 

7. That the determinations and actions of the Board 
of Tax Appeals and the Assessor for the District of Colum¬ 
bia are contrary to the economic philosophies permitted, 
allowed and encouraged by the American form of govern¬ 
ment. 

8. Other errors apparent upon the face of the record. 


Argument 

The inconsistencies of the findings of the Board of Tax 
Appeals are best brought out by a probe of the case as it 
affects George Pappadeas. The Board found that a reason¬ 
able salary for Pappadeas for 1943 was $5,200. It had been 
testified to that Pappadeas joined the corporation in Sep¬ 
tember of 1943, so that he was allowed a salary from the 
organization averaging $1,300 per month for four months, 
or a total of $5,200. Yet in 1944, for twelve months’ work, 
Pappadeas was awarded $6,500 as a reasonable yearly wage. 

Again referring to the ruling of the Board as it concerned 
Pappadeas, it is obvious that an inequitable result has been 
reached. It was testified to by Pappadeas, and not disputed, 
that he was on duty at the restaurant, when on the “day 
shift,” from 5:30 A. M. until 6 or 7 o’clock in the evening 
and, when on the “night shift,” from 5 P. M. until 4 o’clock 
the following morning. These lengthy periods were spent 
in active enterprise on behalf of the corporation and not 
merely in personal attendance on the premises. During the 
daytime work periods he acted as manager, did the buying 
and general operating, the hiring and discharging, would 
substitute for the cashier, counterman, bartender, or for 
other employees who were absent or delinquent or when 
vacancies could not be filled. 

At the same time that Pappadeas was performing these 
varied and comprehensive duties and being allowed as rea- 
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sonable compensation for 1943, the sum of $5,200 and for 
1944, the sum of $6,500, the corporation was forced to pay 
its chef the sum of $100 per week or $5,200 per year, or 
•twenty per cent less than a manager of the enterprise who 
owned 4S percent of the outstanding stock of the corpora¬ 
tion and who was forced to spend much more lengthy 
periods at his duties. 

Pappadeas had a strong personal incentive in seeing to 
it that the business was a success. It was not a 4 * position ” 
for hint; it was an investment of his own capital and if the 
business had not been conducted in a successful fashion it 
could have meant, instead of success, a total failure of the 
enterprise with resultant loss of his own funds. 

Nicholas Georgilas, secretary of the corporation and 
owner of but two shares of the corporation stock, had the 
same duties as Pappadeas. Georgilas always worked the 
same number of hours as did Pappadeas but on opposite 
work shifts. In other words, when Pappadeas was in at¬ 
tendance during the “day shift,” Georgilas w*ould work 
the “night shift” and vice versa. His duties were the same 
as those outlined for Pappadeas and he was called upon to 
till in for absent or delinquent bartenders, counter men. 
kitchen help or waitresses as w r as Pappadeas. He was 
charged with the buying, the hiring and discharging, and 
the interviewing of salesmen if such duties presented them¬ 
selves while he was in attendance. 

There can be no question that the salaries paid to Pap¬ 
padeas and Georgilas were based on the respective shares 
of stock that each held. Georgilas, 'who owned but two 
shares, received $9,771 for 1942, $14,161 for 1943, and $7,S36 
for 1944. Each of these salaries was greater than that paid 
Pappadeas for the same periods of time. Yet Pappadeas 
was the owner of 48 shares of the corporation stock. 





Georgilas has been actively engaged in the restaurant 
business in the District of Columbia for thirty-four years. 
During that time he has owned three different restaurant 
businesses in his own right and has worked as an employee 
in several others. He has been a member of the Connecti¬ 
cut Avenue Cafe, Inc. since 1936 and has been secretary of 
the corporation since 1943. Thus, he has a thorough knowl¬ 
edge of the restaurant business for during the past thirty- 
four years he was not only active in a managerial capacity 
but also, he has familiarized himself with every phase of 
successful restaurant operation. With such experience he 
should command a relatively high salary. Yet the Board 
of Tax Appeals has found that, for him, a reasonable salary 
for each of the three years in question was $6,500. This 
amount appears anything but reasonable in light of the 
experience possessed by Georgilas in the restaurant busi¬ 
ness in the District of Columbia and in view of the tremen¬ 
dous amount of work and time that he was forced to ex¬ 
pend during 1942,1943 and 1944 on behalf of the Connecti¬ 
cut Avenue Cafe, Inc. 

Effie Georgilas, president of the corporation, and owner 
of 48 shares of the corporate stock, is the third officer to 
consider. Her working hours were more normal than those 
of the two previously discussed. Hilton M. Etheridge, audi¬ 
tor for the corporation, testified: “Mrs. Georgilas (Effie 
Georgilas) was there from morning until about six at night 
working behind the sandwich bar there, and working on 
the counter. She put in many an hour.” She has been 
with the corporation since 1936. Mr. Georgilas testified of 
his wife: ‘ ‘ She was making sandwiches behind the counter, 
and helpful all around, and sometimes back in the kitchen 
to help and outside and all around.” 

It appears, therefore, that Effie Georgilas had not only 
a financial interest in this corporation but had, also, duties 
which required her attendance on broken or split f ‘ shifts . 1 ’ 
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The Board of Tax Appeals has found that a reasonable 
salary for the six to eight hours day that she worked for 
the organization, of which organization she was corporate 
president, was $1,500 per annum for each of the years in¬ 
volved. This is less than $30 per week, certainly not a rea¬ 
sonable salary for a corporate president who actually did 
substantial and laborious work for the business of which 
she was head. 

This is not a case where extravagant and disproportionate 
salaries have been paid to the officers of a corporation who 
had little or no active participation in the enterprise. Here, 
the officers rendered many hours daily, seven days per 
week tb insure the success of their endeavor. It w*as not 
always their will to do so but circumstances forced them 
to take a closer hand not only in the management but, even 
more, in the active operation of the restaurant. Lucrative 
salaries in war industries combined with a dearth of able- 
bodied workers made the hiring and permanent retention 
of experienced help almost an impossibility. In order that 
the corporation would survive the officers had to lend a 
greater share of their time than they had anticipated. 

Mr. Pappadeas stated that they had voted themselves 
salaries of $75 per week. But at the end of the month, after 
the payment of bills, they took more as salary. The govern¬ 
ment has contended that this latter compensation is a divi- 
dent paid in the guise of salary. This is contrary to the 
doctrine expressed in T. P. Taylor & Co. v. Glenn , 62 Fed. 
Supp. 495, (1945). Reading from Page 498, column 2, line 
40: 

“The form or method of fixing compensation is not 
decisive as to deductibility. While any form of contin¬ 
gent compensation invites scrutiny as a possible dis¬ 
tribution of the earnings of the enterprise, it does not 
follow that payments on a contingent basis are to be 
treated fundamentally on any basis different from that 
applying to compensation at a flat rate. Generally 
speaking, if contingent compensation is paid pursuant 
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to a free bargain between the employer and the in¬ 
dividual made before the services are rendered, not 
influenced by any consideration on the part of the em¬ 
ployer other than that of securing on fair and advan¬ 
tageous terms the services of the individual, it should 
be allowed as a deduction even though in the actual 
working out of the contract it may prove to be greater 
than the amount which would ordinarily be paid . 91 

The same doctrine was voiced earlier in the case of J. D. 
Van Hooser & Co. v. Glenn, 50 Fed. Supp. 279, (1943). The 
Court said, reading from page 285: 

“(5, 6) There is no fixed standard or yardstick by 
which the question of reasonableness of the compensa¬ 
tion in any particular case can be measured. Each case 
must stand on the facts proved in that particular case, 
and the conclusion or inference that is to be drawn 
from those facts and all the circumstances of the case 
as to whether the amount paid, be it salary or a share 
of the profits, or both, was reasonable and should be 
regarded as a part of the necessary and ordinary ex¬ 
pense of the corporation. It is a matter of common 
knowledge that compensation varies according to the 
opinion of those in control of the corporation as to the 
value of the services rendered, the volume of the busi¬ 
ness, and amount of net earnings. Sometimes it is af¬ 
fected by locality and other considerations. What may 
be an ordinary and necessary expense for salary in a 
given corporation may vary from year to year, the 
variance being controlled by the fluctuating conditions 
of business generally and of the business itself and of 
the management. It also varies in different corpora¬ 
tions, and at times in similar corporations engaged in 
the same business, located at the same place, and prac¬ 
tically under the same management, it being in the 
end largely controlled by the human elements involved, 
which takes into consideration the capacity, judgment 
and intelligence of those who control its operations.” 

Further reading from the same case at page 285, column 
2, line 19: 

“Where the earnings of a corporation do not depend 
upon the efforts of a large number of subordinates but 
are largely due to the individual efforts of a few men, 
and the retention of these men in the employ of the 
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corporation is necessary to its continued successful op¬ 
eration, the Court should be reluctant to hold that 
compensation based chiefly on a percentage of net prof¬ 
its, even though substantial in amount, is not reason¬ 
able compensation for the personal services actually 
rendered . 9 9 

Whether or not corporate salaries were reasonable was 
decided in the case of U. S. v. Reitmeyer, 11 Fed. (2nd) 64S, 
(1926). Reasonableness of salaries of corporate officers, 
not the method of fixing them, determines the deductibility 
thereof. Reading from page 651, column 1, line 21: 

“These salaries, I think, cannot be said to be any 
less reasonable from the fact that the officers are shown 
to have been stockholders.” 

The Court made the additional averment on page 651, 
column 1, line 51: 

“In the instant case it cannot be said that the pay¬ 
ment of the salaries did not depend on services render¬ 
ed, and there is much evidence brought before me that 
the salaries were reasonable. It is not true in the case 
at bar that the salaries were paid to officers who, like 
(cites case), did nothing, or very little, to earn his 
salary.” 

The language of the following cases support those quoted 
above: Capital-Borg Dry Cleaning Co. v. Commissioner, 
131 F. (2d) 712, which held that the Board of Tax Appeals 
may not arbitrarily disregard testimony as to the reason¬ 
ableness of salaries and determine an allowable deduction 
of lower amount; William S. Gray & Company v. United 
States, 35 F. (2d) 96S, wherein it was stated that periods 
of inflation reflect their consequences in payrolls and that 
it was expected that salaries would rise during and after tho 
World War; and, Appeal of Detroit Vapor Stove Co., 4 
B. T. A. 1043, which is analogous to the case previously 
cited and wherein was held that during periods of inflation 
increasingly high salaries were the rule. 

In the case at bar, the members of the corporation con¬ 
tingently voted themselves salaries of $75.00 per week. 
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This method was employed in order to insure that the 
creditors of their corporation and those persons to whom 
they were financially obligated were paid and satisfied be¬ 
fore they increased their compensation—a normal, honest 
and admirable method of conducting any business. They 
were paying some of their help weekly more than they were 
paying themselves and they labored under the contingency 
that if the business showed no excess, they received no bet¬ 
ter compensation than $75.00 per week. They labored many 
additional hours in their personal attendance upon said 
business, performing work and chores not usually perform¬ 
ed by corporate officers. 

They did not enjoy or possess the right to “strike,’’ a 
privilege no doubt retained by many, if not all, of their 
employees. For them, the managers of the corporate ex¬ 
istence, to “strike” would be the equivalent of bankruptcy 
and insolvency. The corporate earnings w^ere during the 
entire three-year period limited and controlled by O. P. A. 
regulations. 

Conclusion 

In conclusion, counsel for the appellant respectfully sug¬ 
gests that the findings of fact and conclusions of law T of the 
Board of Tax Appeals and the two assessments of the As¬ 
sessor of Taxes for the District of Columbia represent 
arbitrary and inconsistent determinations and urges that 
the same be vacated and held for naught, and for reasons 
therefor says: 

1. That the schedule of corporate salaries allowed by 
the Board of Tax Appeals for the District of Columbia is 
at complete variance with each of the two separate sched¬ 
ules of corporate salaries asserted by the Assessor for the 
District of Columbia, except as to George Pappadeas, who 
was allowed a corporate compensation of $5,200.00 for four 
months’ work in 1943 under all three schedules. 



2. That the compensation allowed to Nicholas Georgilas 
as corporate salary under the schedule of the Board of Tax 
Appeals was $6,500.00 for each of the years 1942, 1943 and 
1944, even though the gross business of the corporation 
had increased from $154,790.35 in 1942 to $193,750.S2 in 
1943 and sustained the still high figure in 1944 of $186,079.- 
19; and the further fact that Nicholas Georgilas and Effie 
Georgilas were the only corporate officers for the first eight 
months of the vear 1943, for which thev were allowed bv 
the Board of Tax Appeals a combined compensation of 
only $S,000.00, even though the corporation enjoyed net 
profits of $26,S50.00 for that year. 

3. That Effie Georgilas was allowed $1,500.00 per annum 
by the Board of Tax Appeals, even though there was in 
force and effect in the District of Columbia during the 
years 1942, 1943 and 1944 a female minimum wage law, 
which would virtually insure her better compensation free 
from the anxieties, fears, vicissitudes and obligations of 
ownership. 

4. ^hat the place of business, located opposite the May¬ 
flower Hotel on Connecticut Avenue, compelled and insured 
the efficiency, competency and ability of these corporate 
officers to serve their trade and manage the corporate busi¬ 
ness, for which they were entitled to compensations com¬ 
mensurate therewith and commensurate with the corporate 
earnings, as well as the exactions and demands of their 
clientele, winch w^as referred to by the Board of Tax Ap¬ 
peals: “I will assume his customers are the type of custo¬ 
mers that are found in that type of a neighborhood.” (Ap¬ 
pellant’s App. 23). 

Respectfully submitted, 

VINCENT L. TOOMEY, 

Counsel for the Appellant. 
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JOINT APPENDIX 
Case No. 9665 

BEFORE THE 


BOARD OF TAX APPEALS 


For the District of Columbia 


Conn. Ave. Cafe, Inc., a Corpo¬ 
ration, 

Petitioner , 
vs. 

The District of Columbia, a 
Municipal Corporation, 

Respondent. 


Docket No. 997. 


Amended Petition of the Conn. Ave. Cafe, Inc., a Corpora¬ 
tion, for Refund of Corporation Income Taxes 

The petition of the Conn. Ave. Cafe, Inc., a corporation, 
respectfully represents: 

1. That the petitioner is a corporation duly organized 
and existing under the laws of the State of Delaware. 

2. The taxes in controversy are excess corporate in¬ 
come taxes paid to the District of Columbia under protest 
for the tax year of 1942 in the sum of $708.55; for the tax 
year of 1943 in the sum of $795.84; and for the tax year of 
1944 in the sum of $323.25. That the excess tax, interest 
and penalties for the year 1943, amounting to $795.S4 and 
the excess tax, interest and penalties for the tax year 1944, 
amounting to $323.25, were paid on November 8, 1946, and 
disallowed under date of November 29, 1946, in re File No. 
1026, a copy of the acknowledgment of said payment and 
the disallowance of said claim being herewith filed and 
marked “Petitioner’s Exhibit 1 A’ ”, and is prayed to be 
read as a part hereof. That the excess tax, interest and 
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penalties for the tax year 1942, amounting to $708.55, were 
paid on November 22, 1946, and were disallowed on Janu¬ 
ary 6, 1947, in re File No. 1026, a copy of the acknowledg¬ 
ment of said payment and the disallowance of said claim 
being filed herewith marked ‘'Petitioner’s Exhibit ‘B’ ” 
and prayed to be read as a part hereof. 

3. Petitioner avers that for each of said tax years, 
td-wit: 1942, 1943 and 1944, it had prepared and 

9 filed a full, complete and accurate return showing 
and reviewing the corporate financial activities for 
those particular years. That, nevertheless, the Income 
Tax Division Administrator did arbitrarily disallow and 
deny said returns and said Administrator did arbitrarily 
disallow and reject the corporate officers’ salaries and did 
reassess said corporation so that said corporation was 
compelled to pay the aforesaid amounts in those respec¬ 
tive years. That the said excess taxes for the tax year 1942 
and penalties were levied on October 11, 1946, and are, 
therefore, outlawed and barred. 

4. That each and all of the corporate officers are active¬ 
ly engaged in the conduct and management of the restau¬ 
rant business conducted by this petitioner. That they 
engage in no other trade or profession except the conduct 
and operation of the petitioner’s restaurant business. That 
without the assistance, aid, knowledge and executive abili¬ 
ty of all of said officers, the goodwill and earning capacity 
of said restaurant business would be totally destroyed. That 
each and all of said officers give long and arduous hours to 
the operation and conduct of said restaurant business. 

5. That the salaries claimed by said officers in the re¬ 
spective returns for the years 1942,1943 and 1944 were rea¬ 
sonable for the amount of work, as well as the character of 
work rendered by these officers in the conservation and pro¬ 
motion of the corporate goodwill. That the neighborhood in 
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which the restaurant business is operated and conducted is 
one of Washington’s most exclusive neighborhoods, being 
directly opposite the Mayflower Hotel, and said corporate 
officers are, therefore, compelled to be of neat, intelligent 
and presentable appearance. 

6. That the further facts upon which petitioner relies 
as the basis of this proceeding are as follows: That the 
chef employed in said business, who is in no wise related 
to any of the corporate officers or stockholders, received 

the following compensation: 

10 During the year 1942.$3,900.00 

During the year 1943.$4,300.00 

During the year 1944.$5,000.00 

That said chef has no financial interest or investment what¬ 
soever in said restaurant business, except the aforesaid 
compensation received by him for his services. 

7. That the imposition of said excess corporate income 
taxes for the years 1942, 1943 and 1944 took place without 
any hearing or determination other than the arbitrary and 
individual action of the Income Tax Division Administrator 
and his assistants. 

8. That all of said excess corporation income taxes were 
paid under protest by the taxpayer. 

WHEREFORE, the premises considered, petitioner 
prays: 

1. That the excess corporate income taxes paid by the 
petitioner for the year 1942, amounting to $708.55; for the 
year 1943, amounting to $795.84 and for the year 1944, 
amounting to $323.25, be cancelled and the moneys paid 
thereunder be returned to the taxpayer, with interest at the 
lawful rate therefor. 

2. That the action of the Income Tax Division Admin¬ 
istrator in imposing said excess taxes be declared void and 
without legal effect. 
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3. That the Honorable Board grant such other and 
further relief as it deems necessary under the premises. 

CONN. AVE. CAFE, INC., 
a Corporation, 

By: /s/ George A. Pappadeas, 

Its Treasurer. 


12 PETITIONER’S EXHIBIT “A” 

Government of the District of Columbia 
Office of the Assessor 
Income Tax Division 
Washington 4, D. C. 

November 29, 1946 
Re: File #1026 

Registered Letter. 

Return Receipt Requested 
Conn. Ave. Cafe, Inc., 

1142 Connecticut Ave., N. W., 

Washington, D. C. 

Gentlemen: 

We acknowledge receipt of two claims, signed “George 
A. Pappadeas”, for refund of payments of deficiencies in 
District of Columbia corporation income taxes and interest 
thereon, assessed against your corporation, in the amounts 
of $795.84 and $323.25 for the calendar years 1943 and 1944 
respectively. 

The claims for refund referred to above are hereby dis¬ 
allowed. 

Very truly yours, 


(Signed) J. R. MERRICK, 
Administrator, 
Income Tax Division. 


JRM :M 
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PETITIONEE’S EXHIBIT “B” 
Government of the District of Colombia 
Office of the Assessor 
Income Tax Division 
Washington 4, D. C. 

January 6, 1947 
Re: File #1026 

Begistered Letter 
Return Receipt Requested 
Conn. Ave. Cafe, Inc., 

1142 Connecticut Ave., N. W., 

Washington, D. C. 

Gentlemen: 

We acknowledge receipt of claim for refund of payment 
of deficiency in District of Columbia corporation income 
taxes and interest thereon, assessed against your corpo¬ 
ration, in the amount of $708.55 for the calendar year 1942. 
The claim for refund referred to above is hereby disallow¬ 
ed. 


Yours very truly, 
(Signed) J. R. MERRICK. 




BEST COPY AVAILABLE 

from the original bound volume 




















BEST COPY AVAILABLE 

from the original bound volume 


Enclose stamped self addressed envelope if receipt iB desired. I 
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1942 


122 Wages to Officers: 

Effie Georgilas.$ 9,586.00 

Nicholas “ .$ 9,771.00 

Clarence Panagiotou.$ 1,280.00 

1943 

127 Wages to Officers: 

Nicholas Georgilas.$14,161.00 

Effie Georgilas. 6,972.00 

George Pappadeas. 5,717.00 

1944 

131 Wages to Officers: 

George Pappadeas.$10,836.00 

Nicholas Georgilas. 7,836.00 

Effie Georgilas. 3,000.00 


13 Findings of Fact and Conclusions of Law 

FINDINGS OF FACT 

1. Petitioner, Connecticut Avenue Cafe, Inc., is a Dela¬ 
ware corporation. During the years 1942, 1943 and 1944 
it was engaged in the operation of a restaurant in the 
District of Columbia knowm as Vick’s Cafe. Its capital 
stock consisted of 100 shares. During part of 1942, 48 
shares of the stock were owned by Clarence Panagiotou. 
In September, 1943, they were acquired by George A. 
Pappadeas, and have since been owned by the latter. Dur¬ 
ing all three years, 48 shares of the stock were owned by 
Effie Georgilas. 

2. During part of 1942 Panagiotou was treasurer. 
Since September, 1943 George A. Pappadeas has been 
treasurer. While Panagiotou was treasurer and stockhold¬ 
er he put in all of his time on behalf of petitioner. He was 
manager, did the buying and operating, hiring and dis- 
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charging of employees and everything pertaining to the 
managerial part of a restaurant. There was no evidence 
as to the period of his activities. Pappadeas, while he was 
treasurer, devoted all of his time to the affairs of the peti¬ 
tioner. The restaurant was open from 5:30 in the morning 
until 2 o'clock the next morning seven days a week. When 
Pappadeas was on the day shift he worked in the restau¬ 
rant from 5:30 in the morning until six or seven in the 
evening; when he was on the night shift he worked from 
five in the evening until four o’clock the following morning. 
His duties were the same as those which had been per¬ 
formed by Panagiotou and in addition he would 
14 substitute for the cashier, counterman, bartender 
and other employees in cases of absence or shortages 
of help. 

3. Since 1943 Nicholas Georgilas has been secretary. 
He had been with the corporation since 1936. He per¬ 
formed the same duties during the shifts during which he 
worked as were performed by Pappadeas on the shifts on 
which he worked. 

4. During all of 1942, 1943 and 1944 Effie Georgilas was 
President and the owner of 48 shares. She worked behind 
the sandwich bar and the counter, making sandwiches and 
helping generally, including in the- kitchen. She worked 
four or five hours a day. 

5. The corporation had about 30 employees all told, in¬ 
cluding a chef who received a salary of $100 a week, bar¬ 
tenders who received from $65 to $75 a week, a cashier 
who received $45 a week and the counterman about $40 a 
week. 

5. Pappadeas in 1943 and 1944, and Georgilas in 1942, 
1943 and 1944 drew $75 a week each and at the end of the 
month they distributed whatever was left after payment 
of bills. During each of these years the corporation paid 
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the following salaries to Panagiotou, Pappadeas, Georgil- 
as and Effie Georgilas: 


Name 

1942 

1943 

1944 

Panagiotou 

$1,280 



Pappadeas 


$ 5,717 

$10,836 

Nicholas Georgilas 

9,771 

14,161 

7,836 

Effie Georgilas 

9,586 

6,972 

3,000 

Totals. 

. .$20,637 

$26,850 

$21,672 


6. During 1942 the amount of petitioner’s sales was 
$154,790.55, from which it derived a gross profit of $70,- 
S3S.72, and a net profit of $20,900.56, without taking into 
consideration the salaries of the officers; during 1943 the 
amount of petitioner’s sales was $193,750.82, from which it 
derived a gross profit of $91,959.58, and a net profit of 
$27,175.39, without taking into consideration the salaries 
of the officers; and during 1944 the amount of petitioner’s 
sales was $186,079.19, from which it derived a gross profit 
of $97,451.17 and a net profit of $21,789.05 without taking 
into consideration the salaries of the officers. 

15 7. Petitioner filed its income tax returns for each 

of these years within the time prescribed for the 
filing thereof and included therein deductions for the sal¬ 
aries of officers, as above set forth. The return for 1942 
was not sworn to. For 1942 the Assessor disallowed as 
deductions under section 5(a) (1) of the District of 
Columbia Revenue Act of 1939, so much of the salary of 
Panagiotou as exceeded $1,280, so much of the salary of 
Effie Georgilas as exceeded $600, and so much of the 
salary of Nicholas Georgilas as exceeded $3,900. For 1943 
he disallowed so much of the salary of Effie Georgilas as 
exceeded $600, so much of the salary of Nicholas Georgilas 
as exceeded $5,200 and so much of the salary of George 
Pappadeas as exceeded $5,200. For 1944, he disallowed so 
much of the salary of Nicholas Georgilas as exceeded 
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$5,200 and so much of the salary of Pappadeas as exceed¬ 
ed $5,200. 

8. On April 11, 1946, the Assessor made a deficiency 
assessment of $4S7.85 against petitioner for 1942. Peti¬ 
tioner paid the additional tax, together with $220.70 in¬ 
terest thereon, a total of $708.55, on November 22, 1946. 
On December 23, 1946 it filed a claim for refund thereof, 
which was disallowed by the Assessor on January 6, 1947. 

9. On April 11, 1946, the Assessor made a deficiency 
assessment of $610.16 for 1943. Petitioner paid the addi¬ 
tional tax, together with $185.68 interest thereon, a total of 
$795.84, on September 26, 1946. On November 12, 1946 it 
filed a claim for refund thereof, which was disallowed on 
November 29, 1946. 

10. On April 11, 1946 the Assessor made a deficiency 
assessment of $274.42 against petitioner for 1944. Peti¬ 
tioner paid the additional tax, together with $48.83 interest 
thereon, a total of $323.25 on September 26, 1946. On 
November 12, 1946 it filed claim for refund thereof, which 
was disallo'wed on November 29, 1946. 

11. The 1942 deficiency assessment was based entirely 
on the disallowances of salaries as above set forth. The 
1943 and 1944 deficiency assessments were based princi¬ 
pally on such disallowances, in addition to a small adjust¬ 
ment not involved in this appeal. 

12. On February 13, 1947 petitioner filed its appeal 
from the assessments, upon the ground that the 

16 salaries of the officers were reasonable. On April 
22, 1947, by leave of the Board, it filed an amended 
petition upon the same grounds as those upon which the 
original petition had been based, and the additional ground, 
as to 1942, that the deficiency assessment was barred by the 
statutory limitation on the time for assessments. 
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Reasonable salaries for the three following officers for 
personal services actually rendered during the three years, 
were not in excess of the following: 


Name 

1942 

1943 

1944 

Pappadeas 

$ 

$5,200 

$6,500 

Nicholas Georgilas 

$6,500 

6,500 

6,500 

Effie Georgilas 

$1,500 

1,500 

1,500 


13. No finding is made as to the value of the services 
of Panagiotou as there was no evidence as to the period of 
time during which he performed services for petitioner and 
therefore the presumption of the correctness of the find¬ 
ings of the Assessor stands. 

CONCLUSIONS OF LAW 

1. Petitioner’s return for 1942, not having been sworn 
to as required by section 1(a) of Title II of the District of 
Columbia Revenue Act of 1939, 53 Stat. 1095, D. C. Code 
1940, section 47-1516 did not start the running of the two- 
year limitation on assessments prescribed by section 33(a) 
(1) of Title II of the District of Columbia Revenue Act of 
1939, Code section 47-1533 (a) (1) but petitioner was 
liable to such assessment under section 33 (b), Code section 
47-1533 (b). 1 

2. Petitioner is entitled to a refund of a portion of the 
deficiency assessments in accordance with the foregoing. 

Decision will be entered under Rule 33. 

LAWRENCE KOENIGSBERG-ER, 
Member Sole , 

Board of Tax Appeals for 
the District of Columbia. 

1 Uhl Estate Co. v. Commission, 116 F. 2d 403, 404; Lucas v. Pilliod Lum¬ 
ber Co., 281 U. S. 245, 248. 
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32 Decision 

The petitioner and the respondent having each filed its 
computation under Rule 33 herein, and the Board having 
considered said computations and the evidence taken at 
the hearing of this appeal, and the findings heretofore 
made herein, it is, by the Board, this 23rd day of June, 
1947, 

ADJUDGED AS FOLLOWS: 

1. The correct tax liability of petitioner for the years 
1942, 1943 and 1944 are as follows: 1942, $581.03; 1943, 
$706.43 and 1944, $365.27, as appears by the memorandum 
filed herein. 

2. In accordance with the Findings of Fact heretofore 
filed herein, the taxes paid by petitioner for said years 
were as follows: 1942, $501.03; 1943, $626.43 and 1944, 
$2S0.27, as appears by said memorandum. 

3. There was no overpayment of taxes by petitioner 
for any of said years, and the action of the Assessor in 
denying petitioner’s claims for refund is hereby affirmed. 

LAWRENCE KOENIGSBERGER, 
Member Sole , 

Board of Tax Appeals for 
the District of Columbia. 


33 Memorandum to Accompany Decision 

1942 

Income per return _ $ 263.56 

Salaries per return 

Effie Georgilas.$9,586.00 

Nicholas Georgilas_9,771.0U 


i $19,357.00 

Salaries found by the 
Board to be reasonable 

Effie Georgilas.$1,500.00 

Nicholas Georgilas_ 6,500.00 $ 8,000.00 
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Increase in net income, per 
findings of Board .... 

Corrected Net Income 

Tax at 5%. 

Tax paid on return.$ 13.18 

Tax paid on deficiency 
assessment .$ 487.85 


Total tax paid 
Overpayment 


34 1943 

Income per return .... 

Salaries per return 

Effie Georgilas.$ 6,972.00 

Nicholas Georgilas_14,161.00 

George Pappadeas_ 5,717.00 


Total . $26,850.00 

Salaries found by the 
Board to be reasonable 

Effie Georgilas .$ 1,500.00 

Nicholas Georgilas _ 6,500.00 

George Pappadeas _ 5,200.00 


Total . $13,200.00 

Increase in net income per 

findings of Board. 

District of Columbia in¬ 
come taxes disallowed .. 


Correct net income. 

Tax at 5% . 

Tax paid on return.$ 16.27 

Tax paid on deficiency as¬ 
sessment . 610.16 


Total tax paid . 
Overpayment 


$11,357.00 


$11,620.56 


$ 581.03 


$ 501.03 

000 


$ 323.39 


$13,650.00 

$ 153.23 

$14,128.62 
$ 706.43 


$ 626.43 


000 
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35 1944 

Income per return . $ 117.05 

Salaries per return 

Effie Georgilas.$ 3,000.00 

Nicholas Georgilas. 7,S36.00 

George Pappadeas.10,S36.00 


$21,672.00 

Salaries found by the 
Board to be reasonable 

Effie Georgilas.$ 1,500.00 

Nicholas Georgilas. 6,500.00 

George Pappadeas. 6,500.00 


Total . 

Increase in net income, per 

findings of Board. 

District of Columbia income 
taxes disallowed. 

Corrected net income .... 

Tax at 5% . 

Tax paid on return.$ ' 

Tax paid on deficiency as¬ 
sessment . 


14,500.00 

$ 7,172.00 

$ 16.27 

$ 7,305.32 

$ 365.27 

5.85 

274.42 


Total tax paid 


$ 2S0.27 


Overpayment 


000 


LAWRENCE KOENIGSBERGER, 
Member Sole , 

Board of Tax Appeals for the District 
of Columbia. 


18 Motion for Rehearing and to Increase the 

Taxes Assessed 

Comes now the respondent, by its counsel, and requests 
the Board to grant a rehearing in the above proceeding, and 
to increase the taxes assessed for the years involved, and as 
reasons therefor state the following: 

1. Petitioner has not sustained the burden of proof to 
warrant the Board authorizing a refund in any amount. In 
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Finding No. 7 the Board has found that the Assessor dis¬ 
allowed certain salaries paid to petitioner’s officers which 
exceeded certain amounts for the years involved. Such 
finding is based entirely upon petitioner’s Exhibit No. 16, 
which is a letter from the Administrator, Income Tax Divi¬ 
sion, dated March 8, 1946, to the petitioner proposing 
deficiency assessments as set forth in the computations 
thereto attached. The amount of tax proposed for each 
year in said Exhibit No. 16 is in excess of the amount ac¬ 
tually assessed on April 11, 1946, as alleged in the petition 
and as admitted by respondent (R. 2). No evidence was 
adduced by petitioner as to the amounts finally allowed, by 
the Assessor which were the basis for the taxes assessed. 

2. In Finding No. 12 the Board has found the amounts 
of reasonable salaries for the officers whose salaries are 
involved for the various years. Such amounts, with one 
exception, are less than the amounts allowed by the Assess¬ 
or, resulting in more taxes being due the District of Colum¬ 
bia, as wdll appear from the affidavit of J. R. Merrick, 
Administrator of the Income Tax Division, Office of the 
Assessor, D. C., hereto attached and made a part here¬ 
of. 

19 WHEREFORE, respondent respectfully requests 
that a rehearing be granted to establish the amounts 
of salaries allowed by the Assessor; that the taxes assessed 
be increased accordingly, and that the Board’s findings, con¬ 
clusions of law and decision be appropriately amended to 
conform therewith. 

(Sgd.) VERNON E. WEST, 

Corporation Counsel, D. C. 

(Sgd.) GEORGE C. UPDEGRAFF, 

Assistant Corporation Counsel, D. C., 
Attorneys for Respondent, 

District Building. 
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20 i Affidavit of J. R. Merrick 

District of Columbia, dd : 

J. R. MERRICK, being first duly sworn according to law 
on oath deposes and says: 

That he is the Administrator of the Income Tax Division, 
office of the Assessor, District of Columbia; that he has held 
such office and performed the duties thereof from about 
January 16, 1940, to the present time; and that he has per¬ 
sonal knowledge of the facts herein stated. 

2. That on or about March 8,1946, he sent by registered 
mail a letter to Connecticut Avenue Cafe, Inc., petitioner 
in tbe above-captioned proceeding, proposing deficiency 
assessments based upon disallowance of portions of salaries 
claimed to have been paid to three officers of that company, 
namely, Effie Georgilas, Nicholas Georgilas and George 
Pappadeas. 

3. That thereafter, on or about April 11,1946, a hearing 
was had before affiant by an officer and representative of 
the petitioner on the matter referred to in paragraph 2, 
above, and thereupon deficiency assessments were made 
based on disallowance of the salaries of officers of the peti¬ 
tioner as exceeded the following amounts for the years 


involved: 

Year 

Name of Officer 

Salary Alloived 
by Assessor 

1942 

Effie Georgilas 

$1,800.00 

1943 

Effie Georgilas 

1,800.00 

1944 

Effie Georgilas 

600.00 

1942 

Nicholas Georgilas 

7,800.00 

1943 

Nicholas Georgilas 

7,800.00 

1944 

Nicholas Georgilas 

7,800.00 

1943 

George Pappadeas 

5,200.00 

1944 

George Pappadeas 

7,800.00 


21 4. That based upon reasonable salaries as deter¬ 

mined by the Board of Tax Appeals of the foregoing 
officers for the years involved, the District of Columbia is 
entitled to additional taxes in the total amount of $245.00, 
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as will appear from the computation hereto attached and 
made a part hereof. 

sgd. J. R. MERRICK. 
Subscribed and sworn to before 

me this.day of May, 1947. 

s/ Calvert 0. Ward, 

Notary Public, D. C. 

Exhibit A. 
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Compensation of Officers 


Names 

Clarence 

Year 

Amount 

Claimed 

Panagiotou 

1942 

$ 1,280. 

Effie Georgilas 

1942 

9,586. 


1943 

6,972, 

Nicholas 

1944 

3,000. 

Georgilas 

1942 

9,771. 

1943 

14,161. 

George 

1944 

7,836. 

Pappadeas 

1943 

5,717. 


1944 

10,836. 


Total salaries allowed by 

Assessor . 

Total salaries allowed B. T. A. 
Total amount on which no tax 

has been paid. 

Additional amount due re¬ 
spondent . 


Assessor Bd. of Tax 
Allowed App. Allowed 

Difference 
bet. BTA & 
Assessor 

$1,280. 

1,800. 

1,800. 

600. 

$1,280. 

1,500. 

1,500. 

1,500. 

None 

$ 300.00+ 
300.00+ 
900.00— 

7,800. 

7,800. 

7,800. 

6,500. 

6,500. 

6,500. 

1,300.00+ 

1,300.00+ 

1,300.00+ 

5,200. 

7,800. 

1942 

5,200. 

6,500. 

1943 

None 

1,300.00+ 

1944 

$10,880. $14,800. 
9,280. 13,200. 

$16,200. 

14,500. 

1,600. 

1,600. 

1,700. 

80. 

80. 

85. 


Attachment to Affidavit of J. R. Merrick. 


23 Motion for Rehearing De Novo and to Vacate Find¬ 
ings of Fact and Conclusions of Law 

Now comes the petitioner, the Conn. Ave. Cafe, Inc., a 
corporation, by its attorney, Vincent L. Toomey, and re- 
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quests the Board to grant a rehearing de novo and to vacate 
the findings of fact and conclusions of law heretofore en¬ 
tered on May 14, 1947, and for reasons therefor the peti¬ 
tioner states as follows: 

1. That the findings of fact are contrary to the evidence. 

2. That the findings of fact are contrary to the weight 
of the evidence. 

3. That the conclusions of law are contrary to the con¬ 
trolling law. 

4. 1 That the combined findings of fact and conclusions of 
law, if allowed to stand, would deprive the petitioner’s 
corporate officers of the right to manage and control the 
business and fiscal affairs of the corporation. 

5. That if the combined findings of fact and conclusions 
of law are allowed to stand, the two corporate officers who 
do the bulk of the work in the managerial efforts, as well 
as the routine efforts in the operation of the corporate busi¬ 
ness, would be compensated only to the degree of $1,300.00 

per annum more than is paid to the chef who re- 
24 ceived a guaranteed compensation, as against the 
contingent compensation of the two corporate offi¬ 
cers. 

6. That if the combined findings of fact and conclusions 
of law are allowed to stand, then, it is urged, that such a 
precedent would threaten our economic system of free 
enterprise. 

1 /s/ VINCENT L. TOOMEY, 

Attorney for Petitioner , 
1015 15th Street, N. W., 
Washington 5, D. C. 
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27 Order Overruling Petitioner's Motion for 

Rehearing De Novo, Etc. 

On this 6th day of June, 1947, the petitioner’s motion for 
rehearing de novo, etc., is hereby overruled. 

LAWRENCE KOENIGSBERGER, 
Member Sole, 

Board of Tax Appeals for the 
District of Columbia. 


136 Petitioner’s Exhibit No. 16 

GOVERNMENT OF THE DISTRICT OF COLUMBIA 
OFFICE OF THE ASSESSOR 
Income Tax Division 
Washington 4, D. C. 

Registered Letter 
Return Receipt Requested 

March 8,1946 
Re: File #1026 

Conn. Ave. Cafe, Inc. 

1142 Conn. Ave., N. W. 

Washington, D. C. 

Gentlemen: 

An examination of the income tax returns filed by your 
company for the calendar years 1942, 1943 and 1944 dis¬ 
closes a deficiency as shown in the statement attached. 

In accordance with Section 31 of the District of Columbia 
Income Tax Act of 1939, notice is hereby given of the de¬ 
ficiency mentioned. Within thirty (30) days from the date 
of the mailing of this letter, you may file a protest with 
the Assessor, D. C., and show cause why the deficiency 
should not be paid. 

Should you not desire to file a protest, you are requested 
to execute the enclosed form of waiver and forward it 
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promptly to the Assessor of the District of Columbia, Wash¬ 
ington, D. C. The signing and filing of this waiver will per¬ 
mit an early assessment of the deficiency. 

The Act provides that there shall be added to the defici¬ 
ency interest at the rate of one per centum per month from 
the date prescribed for the payment of the first installment 
of the tax to the date the deficiency is assessed. 

Yours very truly, 

, (Sgd.) J. R. MERRICK, 

Administrator, 

Income Tax Division. 


Excerpt from District of Columbia Income Tax Act: 

i “DETERMINATION AND ASSESSMENT OF 

DEFICIENCY 

Sec. 31. If a deficiency in tax is determined by the as¬ 
sessor, the taxpayer shall be notified thereof and given 
a period of not less than thirty days, after such notice 
is sent by registered mail, in which to file a protest and 
show cause or reason why the deficiency should not be 
paid. Opportunity for hearing shall be granted by the 
assessor, and a final decision thereon shall be made as 
quickly as practicable. Any deficiency in tax then de¬ 
termined to be due shall be assessed and paid, together 
with any addition to the tax applicable thereto, within 
ten days after notice and demand by the collector. The 
taxpayer may appeal from such assessment to the 
Board of Tax Appeals for the District of Columbia in 
the same manner and to the same extent as set forth in 
sections 3, 4, 7, 8, 9, 10,11, and 12 of the title IX of an 
Act to amend the District of Columbia Revenue Act of 
1937, and for other purposes, approved May 16, 1938.’' 
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137 Conn. Ave. Cafe, Inc. 

1142 Conn. Ave., N. W., 
Washington, D. C. 

Calendar Year 1942 

Net taxable income, per form D-20 
Add—Unallowable deductions 


Compensation of officers: 


per return 

Clarence 

Panagiotou 

$1,280. 

Effie 

Georgilas 

$ 9,586. 

Nicholas 

Georgilas 

$9,771. 

allowed 

$1,280. 

600. 

3,900. 

disallowed 


$ 8,986. 

$5,871. 


Adjusted net taxable income 
Tax @ 5% 

Less amount reported 
Deficiency 


Calendar Year 1943 


Net taxable income, per form D-20 
Add—Unallowable deductions 
Compensation of officers: 

Effie Nicholas 

Georgilas Georgilas 

per return $6,972. $14,161. 

allowed 600. 5,200. 


George 

Pappadeos 

$5,717. 

5,200. 


disallowed $6,372. $ 8,961. $ 517. 

D. C. Income Taxes* 


Adjusted net taxable income 
Tax @ 5% 

Less amount reported 


Deficiency 


Calendar Year 1944 

Net taxable income, per form D-20 
Add—Unallowable deductions 
Compensation of officers: 


$ 263.56 


14,857.00 


$15,120.56 
$ 756.03 

13.18 


$ 742.85 


$ 325.39 


15,850.00 

153.23 


$16,328.62 
$ 816.43 

16.27 


$ 800.16 


$ 117.05 



per return 
allowed 

Effie 

Georgilas 

$3,000. 

600. 

Nicholas 

G corgi las 

$ 7,836. 
5,200. 

George 

Pappadeas 

$10,836. 

5,200. 


disallowed 

$2,400. 

$ 2,636. 

$ 5,636. 

10,672.00 

». C. Income Taxes* 



16.27 


Adjusted net taxable income 
Tax @ 5% 

Less amount reported 


$10,805.32 
$ 540.27 

5.85 


Deficiency 


$ 534.42 


138 i From the information furnished, it is the opinion 
of this office that compensation as allowed is in ac¬ 
cordance with Sec. 5(a) (1) of the District of Columbia In¬ 
come Tax Act. 


♦This is not an allowable deduction under Sec. 5(a) (3) (A) of the 
District of Columbia Income Tax Act. 


45 Testimony, Tuesday April 22, 1947 

Appearances: 

Vincent L. Toomey, for Petitioner. 

George Updegraff. 

George F. Lynch, for Respondent. 

tit 

57 George A. Pappadeas was sworn and testified as 

58 as follows: 

Direct Examination by Mr. Toomey: 

• • • 

66 Q. Are there any institutions you can describe 
close to it? 

The Board: The Mayflower Hotel is right across 
from it. Don't be afraid of leading him. 

The Witness: That is right. 





23 


By Mr. Toomey: 

Q. You are right across from the Mayflower Hotel? A. 
That, sir, is right. 

Q. Where do you derive your patronage from in that 
restaurant? A. From the Mayflower and the Longfellow 
Building across on Rhode Island, and the various business 

houses on Connecticut Avenue. 

* * ♦ 

67 Q. Mr. Pappadeas, could you detail to us some of 
your clientele, patrons of the Connecticut Avenue 
Cafe there? A. Some of them? 

Q. Y r es, sir. A. Well, we have members of Congress 
and Senators from the Mayflower. We have also Mr. 
Magruder, who is the owner of Magruder’s Grocery— 

The Board: I do not think that is important. I 
will assume his customers are the type of customers 

that are found in that type of a neighborhood. 

• * * 

70 By Mr. Lynch: 

Q. You state, Mr. Pappadeas, that you came with 
the Connecticut Avenue Cafe in September of 1943? A. 
That is right. 

• ♦ * 

Q. And further that you received a salary of $5,717 for 
the period of time during that year you were with the res¬ 
taurant? A. That is right. 

Q. How was that salary determined? 

• • • 

A. We got a salary every week and also by the end of 
the month. 

Q. Speak for yourself, not “we.” A. I got a salary 
and at the end of the month after the bills were paid and 
all, we got that as a salary. 

Q. What salary did you receive a week? A. We re¬ 
ceived a weekly salary— 
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Q. 1 I am not interested in we, but what you got? A. I 
received a weekly salary and at the end of the month, 
we declared whatever was left over after bills 
71 and everything were paid. 

Q. What weekly salary did you get in September 
1943? A. I think $75 or $80. 

• it 


Hilton M. Etheridge was sworn and testified as follows: 

Direct Examination by Mr. Toomey: 

* * * 

Q. Were you connected with the corporation anywise or 
employed by Connecticut Avenue Cafe? A. Yes, I was 
their auditor there. 

Q. And were you the auditor for them in 1942,1943 and 

1944 ? A. That is correct, sir. 

• • • 


77 Excerpt from Testimony of Nicholas Georgilas. 

Q. In 1942 what work did Mrs. Georgilas do in Connecti¬ 
cut Avenue Cafe? A. Mrs. Georgilas was there from 
morning until about six at night working behind the sand¬ 
wich bar there, and working on the counter. She put in 
many an hour. 

Q. Was she a stockholder? 

Mr. Lynch: I object, your Honor. He should pro¬ 
duce the books of the corporation to establish wheth¬ 
er or not she is a stockholder. 

The Board: Overruled. 

The Witness: Yes, sir, she was a stockholder. 

By Mr. Toomey: 

Q. To what extent, if you know’? A. She has 48 percent 
also. 
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Q. What did she have in those years? A. 48 percent 
always, 48 or 49. 

« • • 

83 Hilton Etheridge: 

RE-DIRECT EXAMINATION by Mr. Toomey: 
Q. You say, Mr. Etheridge, you had in 1942 a total of 
about 30 employees, including the three officers? A. Yes. 

Q. Beyond these three officers, have you any idea 

84 what the weekly payroll amounted to roughly? A. 
Besides the three officers? 

Q. Excluding them. A. Excluding them? 

Q. Yes. 

* * • 

The Witness: Around $900 to $1,000 a week. 

• • * 

Q. Have you knowledge of any other institutions of 
similar types in that neighborhood or in the general neigh¬ 
borhood employing 30 people, and what are the salaries 
of the officers— 

• • • 

Q. You do know? A. I do. 

• * * 

85 Q. What institutions were you about to name ? A. 
Mr. C. J. Mack of the Mayflower Hotel. 

Q. What is your source of information there? A. I 
used to take care of the insurance of the Mayflower Hotel. 
The Board: What kind of insurance? 

The Witness: All of their insurance, bonds, fire, 
liability, everything. 

By Mr. Toomey: 

Q. Are you familiar with the salary and compensation 
of Mr. Mack? A. I am. 

• • • 

Q. What was Mr. Mack’s salary? A. $25,000 a 
year. 
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86 Q. And that was in what position? A. Manager 
of the hotel. 

• • • 

Q; Do you know of any other institutions in that neigh¬ 
borhood of comparable purport in Washington as Connecti¬ 
cut Avenue Cafe, and what their salaries are? 

• * • 

The Witness: I do. Excuse me. I am sorry. It 

would only be hearsay. 

• • • 
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United States Court o 


Connecticut Avenue Cafe, Inc., Petitioner, 


District of Columbia, Respondent 


PRELIMINARY STATEMENT 


The Jurisdictional Statement has not been. prepared in 
compliance with Rule 17 of the General Rules of this Court, 
and the Statutes Involved have not been included in peti¬ 
tioner's brief as required by said rule. It is, therefore, neces¬ 
sary for respondent to furnish the Jurisdictional Statement 
and Statutes Involved. 


JURISDICTIONAL STATEMENT 


This is a proceeding to review a decision of the Board of 
Tax Appeals for the District of Columbia, affirming the action 
of the Assessor of the District of Columbia in denying pe¬ 
titioner’s claims for refund of income taxes assessed for the 
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calendar years 1942, 1943 and 1944 (App. 1; TV. 139). The 
assessments were made on April 11, 1946 (App. 10). * The 
tax- assessed for the year 1942 was paid under protest on 
November 22, 1946, and the taxes for 1943 and 1944 were 
paid under protest on September 26, 1946 (App. 10; photo¬ 
stats between pages App. 5 and 7). On December 23, 1946 
petitioner filed a claim for refund of the tax assessed for the 
year 1942 which was disallowed by the Assessor on January 
6, 1947 (App. 5, 10). ‘On November 12, 1946 petitioner filed 
a claim for refund of the taxes assessed for the years 1943 .and 
.1944 which was disallowed by the Assessor on November 29, 

1946 (App. 4, 10). The petition was filed with the Board 
of Tax Appeals for the District of Columbia on February 13, 

1947 (App. 10; Tr. 1). An amended petition was filed on 
April 22, 1947 by leave of .the Board (App. 1, 10). 

The decision of the Board was entered on June 23, 1947 
(App. 12). The petition for review by this Court was filed 
on July 22, 1947 (Tr. 139). The jurisdiction of this Court is 
invoked under the provisions of Sec. 34 of the District of Co¬ 
lumbia Income Tax Act (53 Stat. 1103, c. 367; Title 47, Sec. 
1534, D. C. Code, 1940 edition) and Secs. 3 and 4, Title IX 
of the District of Columbia Revenue Act of 1937 as added by 
the. Act of May 16, 1938 (52 Stat. 371, c. 223; Title 47 Secs. 
2403 and 2404, D. C. Code, supra), as amended. 


COUNTER-STATEMENT OF THE CASE 
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This case involves the question whether petitioner is en¬ 
titled to recover certain income taxes assessed against it by 
the Assessor of the District of Columbia for the calendar years 
1942, 1943 and 1944, plus interest (App. 1-3). The taxes 
involved resulted from deficiency assessments which were 
based upon disallowances of certain deductions claimed by 
petitioner for salaries or wages paid to its officers during the 
tax years involved (App. 7) in computing its net income 
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subject to taxation. Petitioner contends that the total 
amounts paid, to the corporate officers as claimed in the tax 
returns filed for the years involved (App. 7; Tr. 122, 127,131) 
should have been allowed. Respondent contends that the as¬ 
sessments were correct; that petitioner has failed to prove 
otherwise; that the amounts disallowed as salaries were in 
fact distributions of profits; that the findings of fact of the 
Board of Tax Appeals for the District of Columbia cannot 
be disturbed unless clearly wrong, and that the Board’s find¬ 
ings as to reasonable salaries in this case are not only not 
clearly wrong but are correct and fully supported by the evi¬ 
dence. 

Petitioner’s Statement of the Case does not comply with 
Rule 17 of the General Rules of this Court in that no-ref¬ 
erences to pages of the Appendix or Transcript have been set 
forth. While petitioner’s Statement of the Case appears to 
be correct insofar as it goes, with tfiree exceptions, it is not 
complete. The three exceptions are: 

(1) In petitioner’s brief (p. 2) it is stated that “In 1942 

Nicholas Georgilas, Effie Georgilas, his wife, and Clarence 
Panagiotou were the three sole corporate officers of the ap¬ 
pellant corporation, * * * This condition continued during 
1942 # * The Board of Tax Appeals found that Pana¬ 
giotou owned shares of stock and was an officer during only 
part of 1942 (App. 7). Such finding has substantial basis in 
the record (Tr. 83). • ' 

(2) The. figures listed under “Assessor’s Adjusted Claim” 
in the table on p. 3 of petitioner’s brief are not in evidence 
Said figures were obtained from the affidavit of J. R. Merrick 
which was attached to respondent’s motion for rehearing, etc. 
(App. 14-17),. which motion was overruled by the Board of 
Tax Appeals (Tr. 25). 

(3) Counsel for respondent are unable to find anything 
in the record showing that Nicholas Georgilas held two shares 
of the corporation’s capital stock as stated in the first para¬ 
graph of petitioner’s Statement of the Case. 






For the foregoing reasons, and because the findings of fact 
of the Board of Tax Appeals, with the exception of a part of 
Finding 7 as will hereinafter appear, have substantial basis 
in the evidence, respondent adopts such findings of fact (App. 
7-11). The evidence which substantiates the findings of the 
Board is referred to in the following table: 



Finding Number 

1 

2 

3 

4 


5 

5 (Second Finding 
^ 5 - App. 8) 

6 


7 ■ 


8, 9, 10 


Tr. 

Tr. 

Tr. 

Tr. 

Tr. 

Tr. 

Tr. 

Tr. 

App. 


41 ‘ App. 

12 Tr. 


Evidence v 

63, 76,77,83 

63, 64,76, 62, 79, 63, 63, 64 
87,89,93, 96-101* 

88,77,93,101 

83,102,68,80, 69,80 

70,71,91, 92; App. 21, 22 

199 197 1^1 

12o’ 12o’ 130; App. 7,19,22 
4, 5 and photostats pp. 

5 to 7; % 

21,22 

1,8,22-68 


The findings of the Board as to the salaries disallowed under 
the statute involved for the calendar years. 1942, 1943 and 
1944, as shown in Finding 7, were obtained from petitioner’s 
Exhibit No. 16 (App. 19-22), which was a letter from the 
Administrator, Income Tax Division, to the petitioner, pro¬ 
posing the deficiency assessments (App. 14,15). The amounts 
finally allowed by the Assessor as reasonable salaries are not 
in evidence but are shown in the affidavit of J. R. Merrick 
attached to the motion filed with the Board by respondent 
referred to above (App. 14-17). 

As a result of the foregoing, the findings of fact as to reason¬ 
able salaries, and decision of the. Board, showed that the 
correct tax liability of petitioner for the tax years involved, 
was in excess of the amounts paid each year (App. 12) and 
resulted in no refund being allowed petitioner (App. 12, 14). 
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end of each month, after payment of bills, the remaining profits 
were distributed to such officers. Such arrangement was in fact 
a method of distributing profits, rather than the payment of 
contingent compensation. The profits so paid and disallowed 
by the Assessor and the Board of Tax Appeals are not deductible 
in computing net income under the District of Columbia In¬ 
come Tax Act ^ ' 

The deficiency assessments involved are presumptively cor¬ 
rect. Petitioner has not adduced evidence to overcome such 
presumption. On the contrary the independent findings made 
by the Board of Tax Appeals as to reasonable salaries of peti¬ 
tioner’s officers were based upon the testimony of petitioner’s 


The findings of the Board of Tax Appeals as to reasonable 
salaries of petitioner’s officers for the tax years involved required 
a determination of facts. This Court will not disturb such find¬ 
ings unless clearly wrong. The Board’s findings as to reason¬ 
able salaries are supported by substantial evidence, should not 
be disturbed, and the decision of the Board should be affirmed. 
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ARGUMENT 


The amounts disallowed constituted earnings and profits. 

•This is a plain case of distribution of corporate earnings 
and profits to the three dfficers of a closely held corporation. 
During' the calendar year 1944, which is the only tax year in 
which all three of the officers whose salaries are involved 
worked throughout the year, 1 * the amounts deducted for of¬ 
ficers’ salaries in the tax return were (App. 22): 


Effie Georgilas_$ 3,000 N 

Nicholas Georgilas_ 7,836 

George Pappadeas_10,836 

Effie Georgilas and George Pappadeas each owned 48 shares 
of 100 shares of the corporation’s capital stock (App. 7). The 
record does not disclose who owned the remaining 2 shares. 
Effie. Georgilas and Nicholas Georgilas were husband and 
wife (Tr. 87-89; Pet. brief, p. 2). The above amounts were 
paid under this arrangement as follows: 

Officers Salaries Stock '* 

Effie Georgilas and_$3,000 . 48 shares 

Nicholas Georgilas_7,836 

- $10,836 

George Pappadeas_,10,836 48 shares 

Nicholas Georgilas was Secretary and Pappadeas was 
Treasurer of the corporation. Each performed the same duties 
on different shifts (App. 7, 8, Findings 2, 3). These two of¬ 
ficers did the buying and operating, hiring and discharging 
of employees, and substituted for the cashier, counterman, 
bartender and other employees (App. 8, Findings 2, 3), in- 


1 Nicholas and Effie Georgilas were officers during all years involved (App. 8). 
Clarence Panagiotou was an officer during a small part of 1942 "(Tr. 83). 
George Pappadeas was an officer during a small -part of 1943 and all of 
1944 (App. 7). 
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eluding bus boy (Tr. 64). Effie Georgilas was President of 
the corporation; she worked four or five hours a day “behind 
the sandwich bar and the counter, making sandwiches and 
helping generally, including the kitchen.” (App. 8, Finding 
4.) During the years 1942 and 1943, when Nicholas Georgilas 
and Effie Georgilas were the only officers for the greater part 
of each year (App. 7; Tr. 83), they received the following, 
which were claimed as salary deductions (App. 9): 


. Nicholas Georgilas_$9,77-1 $14,161 

Effie Georgilas_ 9,586 6,972 

Petitioner’s net profits, before' deductions for officers’ sal¬ 
aries, were (App. 9, Finding 6) : 

Year Amount 

1942 $20,900.56 - 

1943 27,175.39 

1944 21,789.05 

The amounts paid to Effie and Nicholas Georgilas during 
each of the three years involved varied greatly, although their 
respective duties were the same each year (App. 8, 9). It is 
clear from all the evidence that the payments made to the 
officers were so arranged as to absorb the profits. The arrange¬ 
ment was that the officers drew stipulated weekly salaries and, 
as found by the Board (App. 8, Finding 5), “at the end of the 
month they distributed whatever was left after payment 
of bills.” Such finding is fully supported by the testimony 
of the petitioner’s Treasurer, George A. Pappadeas (App. 23. 
24). 

As a result of the foregoing arrangements, petitioner’s tax 
returns showed only nominal taxes due, as follows (App. 13, 
14, 21, 22): 

Year Tax Reported 






Sec. 5{a)(l) of the District of Columbia Income Tax Act, 
supra, insofar as it pertains to salary deductions in computing 
net income, is identically the same as provided in the Fed¬ 
eral income tax statute. 2 In Mertens, Law of Federal Income 
Taxation (1942), Sec. 25.46, it is stated: 


‘‘Where the employee is likewise a stockholder of 
the corporation it is necessary to determine whether 
the payment is in fact for services rendered or repre¬ 
sents a distribution of earnings and profits or of the 
capital of such corporation. Since dividend distri- • 
butions are non-deductible by the corporate payor, it 
is to the advantage of the corporation to sustain the 
payment as salary or compensation for personal serv- ✓ 
' v - ices rendered. The issue arises most frequently in 
the case of closely held corporations, particularly in 
those cases where practically all of the stockholders 
also draw salaries. If in such a case the salaries are 
, { in excess of those ordinarily paid for similar services 
and the excessive payments correspond or bear a close 
relationship to the stockholdings of the officers or 
employees, it will be assumed, that the salaries are 
paid not wholly for services but are in fact distribu- 
' tions of earnings upon the stock. * * * ” 

» i 

The evidence in this case clearly portrays a situation where 
the amounts paid to officers bear a close relationship to 
stockholdings and family ties of husband and wife, and con¬ 
stitute a distribution of profits as distinguished from “rea¬ 
sonable” salaries. The amounts paid to such officers in ex¬ 
cess of reasonable salaries are distributions of profits and are 
not deductible in computing net income within the meaning 
of Sec. 5(a)(1), supra. Twin City Tile & Marble Co. v. Com¬ 
missioner (C.C A. 8th, 1929), 32 F. 2d 229, 231; Govld-Mer- 
sereau Co. v. Commissioner, 21 B. T. A. 1316, 1325; Cf. 
Acme Land & Fur Co. v. Commissioner, 31 B. T. A. 582, 586. 


* Sec. 23(a)(1), Int. Rev. Code, 53 Stat. 12; U. S. C., Title 26, Sec. 23(a)(1) 









Such amounts are not “ordinary and necessary” expenses. 
In Botany Worsted-Mills v. United States, *278 U. S. 282, 73 
L. ed. 379, 49 S. Ct. 129, which involved additional income 
taxes based upon disallowance of compensation paid to the 
taxpayer’s directors under the Federal Revenue Act of 1916, 3 
the Supreme Court, in upholding the assessments, said (278 
U.S. 292): - % 


“ # * it is clear that extraordinary, unusual and 

extravagant amounts paid by a corporation to its. 
officers in the guise and form of compensation for 
their services, but having no substantial relation to 
the measure of their services and being utterly dis- 
proportioned to their value, are not in reality pay¬ 
ment for services, and cannot be regarded as ‘ordi¬ 
nary and necessary expenses’ within the meaning of 
the section; and that such amounts do not become 
part of the ‘ordinary and necessary expenses’ merely 
because the payments are made in accordance with 
an agreement between the corporation and its 
officers.” 


The cases relied upon by petitioner regarding the payment, 
of contingent compensation for services rendered are not ap¬ 
plicable to the facts in this case. The principal case cited by 
petitioner is T. P. Taylor & Co. v. Glenn, 62 F. Supp. 495. 
In that case the base salaries of the officers involved had . not 
been changed since 1938. Prior to performance of the serv¬ 
ices rendered by the officers base salaries were fixed and pay¬ 
ment of a percentage of the profits in addition thereto was 
authorized. In deciding that case, the Court said (62 F. Supp. 
498): 


“ * * * Generally speaking, if contingent compen¬ 
sation is paid pursuant to a free bargain between the 
employer and the individual made before the services 
are rendered, not influenced by any consideration on 

39 Stat. 756, c. 463, Sec. 12(a). That section did not specifically ref 
deduction of “reasonable salaries” as does the present Federal law. 










the part of the employer other than that of secur¬ 
ing on fair and advantageous terms the services of 
the individual, it should be allowed as a deduction 
even though in the actual working out of the con- 
l; tract it may prove to be greater than the amount 
which would ordinarily be paid.” (Emphasis sup¬ 
plied.) 

\ • . i • # ■* . . » v 

In the instant case, as pointed out above, the officers drew 
fixed weekly salaries and, in addition,, distributed the profits 
at the end of each month after payment of bills. 

In J. D. V.an Hooser & Co. v. Glenn, 50 F. Supp. 279, relied 
upon by petitioner, the Court pointed out the reason behind 
the payment of contingent salaries as follows (p. 285): 


“The policy of agreeing to pay a percentage of the 
earnings before they are earned, or even a lump sum 
in the nature of a bonus after they are earned, is based 
primarily upon sound business principles. It stimu¬ 
lates the activity, diligence and ambition of the em¬ 
ployees and it enables the corporation to justly com¬ 
pensate its employees without beforehand in¬ 
curring the obligation. * * * ” (Emphasis supplied.) 


. 1 • The remaining cases cited by petitioner on this point are of 
like tenor, differing only with respect to the facts in each case. 
As pointed out in Mertens, supra (Sec. 25.46, p. 401): 


“ * * * Payments to employee-stockholders which 
are contingent upon earnings or profits naturally in¬ 
vite careful scrutiny. It does not follow, however, 
that payments on a contingent basis are to be treated 
fundamentally on any basis different from that ap¬ 
plying to compensation at a flat rate. If the con¬ 
tingent compensation is paid pursuant to a free and 
arm’s length bargain between the employer and the 
individual, particularly where made before the serv¬ 
ices are rendered, and the terms are not influenced 
by any consideration on the part of the employer 
other than that of securing on fair and advantageous 






terms the services of the individual, the payment will 
be deductible as salary or compensation even though 
in the actual working out of the contract the amount 
received by the employee is greater than the amount 
which would ordinarily be paid. The fact that the 
salaries fluctuate substantially with the rise and fall 
of earnings of the employer is a factor to be consid¬ 
ered in determining whether the payment is salary or 
a distribution of profits, particularly where there is a 
closely held corporation.” 


In the present case a closely held corporation is involved; the 
“salaries” paid fluctuated substantially with the rise and fall 
of petitioner's earnings and clearly constitute distributions 
of profits rather than reasonable salaries or compensation paid 
for services rendered within the meaning of Section 5(a)(1) 
of the District statute, supra. . -H 



■ The assessments arc presumptively correct. 

It is so well established that the taxing authority’s deter¬ 
mination of a deficiency of income tax is presumptively cor¬ 
rect as to require no citation - of authority. However, this 
Honorable Court has so stated in the case of Westmoreland 
Specialty Co. v. Burnet, 61 App. D. C. 95, 57 F. 2d 615, cert, 
den. 287 U. S. 609, 77 L. Ed. 529, 53 S. Ct. 13, which involved 
a disallowance of a deduction claimed as compensation for 
services rendered under the Federal law and which is identical 
in language to the District law here being considered. 

In the present case petitioner placed in evidence the As¬ 
sessor’s proposed assessment (App. 19) but not the actual 
assessment thereafter made upon which the tax bills (App., 
pages between 5 and 7) were rendered. The deficiency as¬ 
sessments proposed (App. 19) were in excess of the amounts 
actually assessed for each of the years involved (App., pages 





between 5 and 7). On this state of the evidence the Board of 
Tax Appeals found (App. 9, Finding 7) that the Assessor 
disallowed as deductions under Sec. 5(a)(1) of the District 
statute, supra, the specific salaries which the Assessor had 
proposed to disallow. The Board also found as a fact, from 
evidence adduced by the petitioner, the respective amounts of 
“reasonable salaries” for petitioner’s three officers for the tax 
years involved (App. 11, Finding 12). Such amounts were 
lower than those referred to in Finding 7-(App. 9) with two 
- exceptions, and the Board thereupon concluded as a matter 
of law that petitioner was entitled to a refund of a portion 
of the deficiency assessments (App. 11). Although the afore¬ 
said situation was called to the attention of the Board by 
respondent’s motion for rehearing (App. 14-17), which was 
overruled, the deficiency tax bills in evidence showed that pe¬ 
titioner had, in fact, paid less tax each year than petitioner’s 
correct tax as determined by the Board (App. 12-14) and 
/ the Board, properly, decided that petitioner was not entitled 
to any refund. While this situation is unusual, it is npt un¬ 
derstood how petitioner can have cause for complaint, espe¬ 
cially since the Board’s findings as to the reasonable salaries 
of officers were based entirely upon the testimony of peti¬ 
tioner’s witnesses. 

Petitioner argues (brief, p. 5, 6) that the Board of Tax 
Appeals was inconsistent in determining that “a reasonable 
salary for Pappadeas for 1943 was $5,200” since Pappadeas 
had not joined the corporation until September of 1943. This 
is easily explained. The amount of $5,200 was allowed for 
Pappadeas for 1943 in the Assessor’s deficiency proposal (App. 
21). The evidence does not disclose whether the Assessor 
knew that Pappadeas had not been with the corporation 
longer than about four months during 1943. In any event, 
the respondent did not file an answer to the petition alleging 
that the amount allowed Pappadeas for 1943 was excessive 
and asking the Board to decrease such amount and increase 
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the tax. The Board, therefore, could not reduce the amount 
allowed. 


Findings of the Board of Tax Appeals as to reasonable salaries 
are supported by the evidence and are correct 


The salaries which the Board of Tax Appeals found were 
reasonable in the present case were based upon the evidence 
adduced by the petitioner, consisting of the testimony of two 
of the corporate officers and the corporation’s auditor. Aside 
from the salaries of the officers involved in this proceeding, 
there were twenty-seven employees who were paid $900. to 
$1,000. a week, or an average of $33.34 to $37.34 (App. 25). 
The three officers involved drew weekly salaries of $75. or 
$80. (App. 24). In general the officers substituted for and 
performed the duties of cashier, counterman, bartender and 
other employees, in addition to their managerial duties (App. 
8). There is no evidence as to what compensation was paid 
to officers performing similar services in restaurants in the 
vicinity of petitioner’s restaurant. The only evidence adduced 
as to salaries paid to officers of other institutions related to 
the annual salary of the manager of the Mayflower Hotel 
(App. 25, 26) and it cannot be assumed that the manager of 
the Mayflower Hotel, who received $25,000. a year, performed 
the duties' of cashier, counterman, bartender and bus boy, as 
did the officers involved in this case. 

The Bindings of Fact of the Board of Tax Appeals as to 
reasonable salaries in this case are supported by substantial 
evidence, as pointed out in our Counter-Statement of the Case 
(p. 4). The question is one of fact, and this Court has held 
that where the Board of Tax Appeals for the District of Co¬ 
lumbia has determined a question of fact, this Court will not 
disturb such determination unless it is clearly wrong. Real 
Estate Mortgage & Guaranty Corporation v. District oj Co- 


















rSsgiS 








•» :v*~; • 

•' -.I .yfeU? 





lumbia, 78 U. S. App. D. Cl 390, 141 F. (2d) 361, citing 
District <£Columbia v. Pace, 320 U. S. 698, 88 ii Ed. 408, 64 


CONCLUSION 


In view of the foregoing it is respectfully submitted that 
the decision of the Board of Tax Appeals should be affirmed. 


Vernon West, 

Corporation Counsel, D. C., 

Chester EL Gray, 

Principal Assistant Corporation Counsel, D. C 
George C. Updegraff, 

Assistant Corporation Counsel, D.' C., 

. Attorneys for Respondent r 
District Building, 

Washington 4, D. C. 













